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ARIZONA WATER COMPANY

3805 N. BLACK CANYON HIGHWAY, PHOENIX, ARIZONA 85015-5351 + PO. 20& 2%006 ?HOEI@( ARIZ-ONA 85038-9006
PHONE: (602)240-6860 « FAX: (602)2%0 878

March 21, 2000

Ms. Deborah Scott

Director, Utilities Division ' RS v
Arizona Corporation Commission ‘E/
1200 W. Washington St. SAL
Phoenix, AZ 85007

Re:  Comments on Water Utility Task Force Report — Docket No. W00000C-98-0153
Dear Ms. Scott:
On behalf of Arizona Water Company, T want to express appreciation for the effort and

ideas contributed by the individuals who served on the Commission's Water Utility Task Force
("WUTF"). The water utility industry faces unprecedented challenges as we move into the new

century:
. Aging infrastructure
. Growing demands on a decreasing or limited water supply
. Heightened concerns regarding water quality and environmental impacts

Each of these challenges imposes serious operating and financial requirements that cannot be
met in a "business as usual" manner.

The diverse interests represented on the WUTF reached a consensus on five goals that
regulatory reform should address.

- 1.~ ~Reduce the number of small, non-viable water systems through new rules and
| procedures.
2. Strengthen the financial capacity of the water utility industry.
3. _ Provide greater. empha51s on simplifying; shortening, and reducing the cost of the

ratemaking process.
4. Improve consumer education.

5. Increase interagency coordination.

E-MAIL: mail@azwater.com
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Agreement was also reached on numerous recommendations for policy changes and action steps
to move the regulated Arizona water industry toward these consensus goals. However, there was
less agreement about specific implementation steps and requirements.

Arizona Water Company is concerned with certain implementation ideas and the
regressive attitude they reflect. For example, the report recognizes the financial challenge of
replacing aging infrastructure and the need for utilities and customers to provide "...a portion of
the overall financing needs" ("WUTEF" report, page 16). The report recommends a plant
replacement fund to address the problem but then goes on with implementation ideas that would
reverse the benefit with the recommendation that "consideration should be given to reducing the
rate of return the company is allowed to earn." Such a recommendation is not only contrary to
WUTF's consensus goal number 2, above, but would result in less financial capacity for affected
utilities.

Arizona Water Company believes that any recommendation and all of its policy changes
and implementation details should be consistent internally and specifically support one or more
of the WUTF consensus goals. Certainly, the implementation details should not reverse the
policy changes. The two year delay following the passage of SB 1252 before any utility filed for
a surcharge recovery is powerful evidence that sound policy decisions can be frustrated by
inconsistent implementation requirements.

The WUTF report should not be adopted unless the recommendations on implementation
are consistent with and make possible the achievement of the consensus goals. I am confident
that with the proper guidance this can be accomplished.

Very truly yours,

James R. Livingston
President
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